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Income Tax Department
Edited by John B. Niven, C.P.A.

The 1918 revenue act being still in the hands of the legislators, it
would be premature to discuss its proposed features in these pages while
they remain matters of uncertainty. On account of the delay in passing
the bill, an extension of the present statutory date for filing will be
inevitable.
The only new material issued for general information on the subject
of income taxes consists of the following treasury decisions:
T. D. 2778 outlines the procedure in using certificates of indebtedness
to pay these taxes. It is of interest to the taxpayer to note that the par
of the certificates deposited must not exceed the amount of the taxes
being paid; that matured interest coupons must be detached and collected
by the taxpayer, but unmatured coupons must be left attached, any inter
est on which accruing to the taxpayer will be remitted by the federal
reserve bank with which the collector deposits the certificates; and that
certificates belonging to the taxpayer on hand in any federal reserve city
may, with the consent of the collector, be deposited with the federal
reserve bank at that point, and credit will be given therefor by the col
lector on the strength of the certificate of deposit of the bank.

T. D. 2783 relates to the taxability of dividends received by holding
companies from their subsidiaries, which to the extent that they accrued
prior to January 1, 1913, are now declared by the supreme court to be
not subject to taxation.
TREASURY RULINGS
(T. D. 2778, Dec. 11, 1918)
Instructions relative to acceptance of certificates of indebtedness for
income and profits taxes

To collectors of internal revenue and others concerned:
Collectors of internal revenue are directed to receive at par United
States treasury certificates of indebtedness of the tax series of 1919,
dated August 20, 1918, and maturing July 15, 1919, and of series T, dated
November 7, 1918, and maturing March 15, 1919, in payment of income
and profits taxes when payable at or before the maturity of the certifi
cates. The amount, at par, of the treasury certificates of indebtedness
presented by any taxpayer in payment of income and profits taxes must
not exceed the amount of the taxes to be paid by him. Deposits of cer
tificates of indebtedness must be made by collectors with the federal
reserve banks of the districts in which the respective collectors’ offices
are located. Such certificates of indebtedness may be accepted by the
collector prior to the date the tax is due and in that case should be for
warded by the collector to the federal reserve bank to be held for account
of the collector until the date the tax is due and for deposit on such
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date. Certificates of indebtedness should be stamped as follows by the
collector and when so stamped transmitted to the federal reserve bank
by registered mail uninsured:

.............................................. 191....
This certificate has been accepted in payment of income and profits
taxes and will not be redeemed by the United States except for credit
of the undersigned.

Collector of internal revenue for the............ district of.............
Each unmatured coupon attached to each such certificate of indebted
ness must be stamped across the face by the collector as follows: “Paid.”
All coupons maturing on or before the date the tax is due must be
detached by the taxpayer and collected in ordinary course, but all other
coupons must be attached to the certificates and forwarded to the federal
reserve bank. Any accrued interest to the date the tax is due not cov
ered by coupons detached as above provided will be remitted to the tax
payer by the federal reserve bank by cheque and the collector must furnish
to the federal reserve bank the name and address of the taxpayer, the
amount and serial numbers of the certificates presented in each case, the
date of issue of the certificates, and the date the tax was due. Collectors
shall in no case pay interest on such certificates nor accept them for an
amount other or greater than their face value. Receipts given by col
lectors to taxpayers should show the amount of certificates of each
series received in payment of taxes.
The collectors should make in tabular form a schedule in duplicate
of the certificates of indebtedness to be sent to the federal reserve bank,
showing the serial number of each certificate, date of issue, and face
value. Certificates of indebtedness accepted prior to the date the tax
is due must be scheduled separately, and such date must appear on the
schedule. At the bottom of the schedule there should be written or
stamped “Income and profits taxes, $............ ,” which must agree with
the total shown on the schedule. Such income and profits tax deposits
must in all cases be shown on the face of the certificate of deposit
(national bank form 15) separate and distinct from the item of miscel
laneous internal revenue collections (formerly called “ordinary”), but it
is not necessary to give the separation into corporation income, individual
income and profits taxes. One copy of this schedule must accompany the
certificates sent to the federal reserve bank and the other be retained by
the collector.
Until certificates of deposit are received from the federal reserve banks
the amounts must be carried as cash on hand, and not credited as col
lections, as the dates of certificates of deposit determine the dates of
collections.
For the purpose of saving taxpayers the expense of transmitting such
certificates as are held in federal reserve cities to the office of the col
lector in whose district the taxes are payable, taxpayers desiring to pay
income and profits taxes by treasury certificates of indebtedness accept
able in payment of such taxes should communicate with the collector of
the district in which the taxes are payable and request from him authority
to deposit such certificates with the federal reserve bank in the city in
which the certificates are held.
Collectors are authorized to permit deposits of treasury certificates of
indebtedness in any federal reserve bank with the distinct understanding
that the federal reserve bank is to issue a certificate of deposit in the
collector’s name covering the amount of the certificates of indebtedness
at par and to state on the face of the certificate of deposit that the
amount represented thereby is in payment of income and profits taxes.
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The federal reserve bank should forward the original certificate of
deposit to the treasurer of the United States, with its daily transcript, and
transmit to the collector the duplicate and triplicate, accompanied by a
statement giving the name of the taxpayer for whom the payment is made
in order that the collector may make the necessary record and forward
the duplicate to this office.
(T. D. 2783, Jan. 7, 1919)
Income tax act of October 3, 1913—Decision of the supreme court

The appended decision (captions only) of the United States supreme
court in the case of the Gulf Oil Corporation, petitioner, v. C. G. Lewellyn,
collector of internal revenue for the 23rd district of Pennsylvania, is pub
lished for the information of internal revenue officers and others con
cerned.
1. Taxability of Dividends from Subsidiary Corporations.
Where a holding company owns all the stock of its subsidiary cor
porations except the qualifying shares of the directors, and the subsidiary
corporations together with the holding company constitute a single enter
prise, the accumulated earnings and surplus of the subsidiary corpora
tions used by them as capital prior to January 1, 1913, do not become
taxable income of the holding company when formally transferred to it
as dividends.

2. Effect of the Decision.
Though the holding company did not itself do the business of its sub
sidiaries and have possession of their property as in the Southern Pacific
Company v. Lowe (247 U. S. 330) (T. D. 2730), the principle of that case
governs.

3. Judgment Reversed.
The judgment of the circuit court of appeals (245 Fed. 1) (T. D.
2542) is reversed.
E. J. Bishop announces that he has formed a partnership with Herman
G. Brissman under the firm name of Bishop, Brissman & Co. with offices
in the Globe building, St. Paul, and Wilmac building, Minneapolis.

G. Charter Harrison announces that he has admitted Eric A. Camman
into partnership under the firm name of G. Charter Harrison & Co., with
offices at 31 Nassau street, New York.

Sparrow, Harvey & Co. announce that Lewis C. Fuller has been
admitted a member of the firm as of January 1, 1919. There is no
change in the firm name.
W. G. Adkins announces association with Herbert W. Adkins under
the firm name of William G. & Herbert W. Adkins with offices in Chicago
and Milwaukee.

Edward P. Moxey & Co. announce the admission of Arthur T.
Cameron, as member of the firm.
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